AMENDED IN ASSEMBLY JUNE 30, 2002
AMENDED IN SENATE MAY 15, 2002
AMENDED IN SENATE FEBRUARY 25, 2002

SENATE BILL No. 1315

Introduced by Senator Sher

January 24, 2002

An act to add-Chapter5{(commencing-with-Seetion-127625)-t0 Part

2-of Division—16/-ofthe Health-and-Safety-Code,relating-te-public
heatth: Chapter 12 (commencing with Section 14977) to Division 3 of
Title 2 of the Government Code, relating to pharmaceuticals.

LEGISLATIVE COUNSELS DIGEST

SB 1315, as amended, Sher. Pharmaceuticats:ponbhasing.

Existing law authorizes certain state entities to purchase drugs for
health purposes.

Thisbill would authorize the Department of General Services to enter
into contracts on a bid or negotiated basis with manufacturers and
suppliers okingle source or multisource drugs, and would authorize the
department to obtain from them discounts, rebates, or refunds as
permissible under federal law.

This bill would require the State Department of Mental Health, the
Department o€orrections, the Department of theuth Authority, and
the State Department of Developmental Services to participate in the
program authorized by this bill. This bill would also authorize other
state and local entities to elect to participate in the program.

This bill would authorize the Department of General Services to
contract with a pharmaceutical benefits manager for implementing the
negotiating of price discounts, rebates or other options for, and
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purchases of, prescription drugs. The bill would also require the
manager to act as a consultant to the department.

This bill would authorize the Department of General Services to
explore additional strategies for managing drug costs.

Existingtawrequires—the-State Department-ef Health-Services to

Vote: majority. Appropriation: no. Fiscal committee: vyes.
State-mandated local program: no.

The people of the State of California do enact as follows:

. ' i f the
SECTION 1. (a) The Legislature finds and declares all of the
following:
(1) Many different state, district, county, and municipal
governmental entities purchase prescription drugs for individuals
served by those entities.
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(2) Currently, the Department of General Services uses the bid
process to develop contracts with drug manufargion behalf of
some state agencies. However, many state, district, county, and
municipal entities are not included in this current purchasing
process.

(3) The Department of General Services does not have
sufficient direction from the Legislature to maximize savings.

(4) By better coordinating bulk purchasing contracts and
providing purchasing procedures and options, the Department of
General Services may be able to negotiate better prices for drugs
on behalf of participating governmental entities.

(b) It is the intent of the Legislature in enacting this act to
coordinate bulk purchasing or prescription drugs, and authorize
the Department of General Services to investigate and implement
other options and strategies to achieve the greatest savings on
prescription drugs with prescription drug manufacturers and
wholesalers.

SEC. 2. Chapter 12 (commencing with Section 14977) is
added to Division 3 of Title 2 of the Government Code, to read:

CHAPTER12. PURCHASEOF PRESCRIPTIONDRUGSFOR
GOVERNMENTAGENCIES

14977. As used in this chapter, “department” means the
Department of General Services.

14977.1. (a) Notwithstandirgny other provision of law, the
Department of General Services may enter into exclusive or
nonexclusive contracts on a bid or negotiated basis with
manufacturerand suppliers of single source or multisource drugs.
The department may obtain from those manufacturers and
suppliers, discounts, rebates, or refunds based on quantities
purchased insofar as permissible under federal law. Contracts
entered into pursuant to this chapter may include price discounts,
rebates, refunds, or other strategies aimemhahaging escalating
prescription drug prices.

(b) Contracts under this chapter shall be exempt from Chapter
2 (commencing with Section 10290) of Part 2 of Division 2 of the
Public Contract Code.

96



SB 1315 — 4 —

NRPRRPRRPRRRRERRPRRRE
COONOUIRWNRPOOONOOUTAWN R

N N
N

NN NN
ool hWw

N
-~

WNN
O ©

WWWWWwWwwWwww
OCO~NOUITAWNEF

14977.5. (a) Théollowing state agencies shall participate in
the prescription drug bulk purchasing program authorized under
this chapter.

(1) State Department of Mental Health.

(2) Department of Corrections.

(3) Department of the Youth Authority.

(4) State Department of Developmental Services.

(b) Any state, district, county, or municipal governmental
entity, other than a state entity specified in subdivision (a), may
elect to participate in the coordinated purchasing program.

14978. The department, in consultation with the agencies
listed in subdivision (a) of Section 14977.5, may investigate and
implement other options and strategies to achieve the greatest
savings on prescription drugs with prescription drug
manufacturers and wholesalers.

14979. The department may appoint and contract with a
pharmaceutical benefits manager for purposes of the prescription
drugs purchased under this chapter. The pharmaceutical benefits
manager may do all of the following:

(a) Negotiate price discounts, rebates, or other options that
achieve the greatest savings on prescription drugs with
prescription drug manufacturers and wholesalers.

(b) Purchase prescription drugs for participating state,
district, county, or municipal governmental entities.

(c) Act as a consultant to the department.

14980. The department may explore additional strategies for
managing the increasing costs of prescription drugs, including:

(a) Coordinating programs offered by pharmaceutical
manufacturers that provide prescription drugs for free or at
reduced prices.

(b) Studying the feasibility and appropriateness of including in
the bulk purchasing programs entities in the private sector,
including employers, providers, and individual consumers.

(c) Implementingther strategies, as permitted under state and
federal law, aimed at managing escalating prescription drug
prices.
fellewing:

- Many—different—state—and—county—ageneies—puarchase
preseriptien-drugsterndividualsserved-by-theseagencies.
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